While "Asian economic cooperation and integration" has been a longstanding topic of debate in intellectual and policy arenas, there has been a particular heightening of interest in the subject over the last few years. This is for a number of reasons: 1 i) The contagious effects of the Asian economic crisis of 1997-98, along with the perceived inadequate responses to the crisis by multilateral agencies and extra-regional economic powers such as the US and the EU. ii) Some notable external developments in regionalism, including moves to create a Free Trade Area of the Americas (FTAAs), and more importantly, the enlargement of the EU and the successful launch of the Euro. iii) The rapid and sustained growth in, and consequent economic emergence of, China and India, and the realisation that these two emerging Asian giants have been altering the dynamics of the global economy and will continue to do so for some time to come. iv) The global financial crisis (GFC) and expected continued slowdown in the developed Western world, which has reinforced concerns in Asia about "over dependence" on extra-regional export markets.
Despite the attention paid to the issue of Asian economic cooperation and integration, one fundamental question has remained unansweredwhat does one mean by economic cooperation and integration (broadly referred to as "economic regionalism" in this chapter)?
2 It is important to distinguish between three broad forms of economic regionalism: trade, financial and monetary. Since the Asian crisis of 1997-98, Asian countries have made some progress in all three areas.
3 This chapter
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explores the conceptual definitions of economic cooperation and integration in the financial, monetary and trade spheres. In the area of trade cooperation, there has been a proliferation of free trade agreements (FTAs), involving many Asian countries. These FTAs have gone well beyond just liberalisation of trade in goods, encompassing liberalisation of trade in services and other behind-the-border measures which lead to "deep integration" among partners. These measures include investment protection and the liberalisation, harmonisation and mutual recognition of standards and certification, protection of intellectual property rights (IPRs), opening of government procurement markets, streamlining and harmonisation of customs procedures, and development of dispute settlement procedures. 4 In the areas of finance, while the regional economies are taking noteworthy steps to strengthen, upgrade and integrate their financial systems, the contagious nature of the 1997-98 crisis has led many observers and policymakers to the view that there are positive externalities from cooperating to strengthen their individual financial sectors, develop regional financial markets, and diversify their financial structures away from bank-based systems to bond markets. In this regard two main initiatives are underway in East Asia. One is the Asian Bond Fund (ABF), established by the eleven members of the Executives' Meeting of East Asia-Pacific Central Banks (EMEAP), 5 and the other is the Asian Bond Market Initiative (ABMI) by ASEAN Plus Three (APT) economies. 6 The latter, endorsed at the APT Finance Ministers Meeting in Manila in August 2003, focuses primarily on developing efficient bond markets in Asia to enable the private and public sectors to raise and invest longterm capital. The activities of the ABMI are primarily concentrated on facilitating access to the market through a wider variety of issuers and enhancing market infrastructure to foster bond markets in Asia.
The Asian Bond Fund (ABF) was established on June 2, 2003. The first stage of the ABF essentially involved the regional governments voluntarily contributing about 1 percent each of their reserves to a fund dedicated to purchasing regional sovereign and semi-sovereign bonds denominated in US dollars. The initial size of the ABF was about USD 1 billion and the fund has been passively managed by the investment management unit of the Swiss-based Bank for International Settlements (BIS). The mandate has been to invest in bonds in eight of the eleven member countries of EMEAP, the developed countries of Australia, New Zealand and Japan being the sole lenders to the ABF. In a noteworthy next step, the ABF 2 (second stage of the ABF) was established in December 2004. The size of the fund was doubled (USD 2 billion), and
